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Pursuant to A.R.S. 40-360. 7 (A) and L nterxcnors, Cathy Lopez, Mark Sequeria, Mark
Kwiat, Cathy Latona, Sarette Parrault, Michael Apergis, Marshal Green, Clnistopher Labbon,
and Dale Borger Hereby gives notice and request the review of Power Plant and Line Siting
Committee's Decision dated February 14, 2001 and Objection to Form and Content of the
February 14, 2001 Decision.

IN THE MATTER OF THE APPLICATION OF
SALT RIVER PROJECT, OR THEIR ASSIGNEE (s),
IN CONFORMANCE WITH THE REQUIREMENTS
THE ARIZONA REVISED STATUTES 40-360.03 AND
40-360.06 FOR A CERTIFICATE OF ENVIRONMENTAL
COMPATIBILITY AUTHORIZING THE CONSTRUCTION
OF NATURAL GAS-FIRED, COMBINDED CYCLE
GENERATING FACILITIES AND ASSOCIATED
INTRAPLANT TRANSMISSION LINES, SWITCHYARD
IN GILBERT, ARIZONA LOCATED NEAR AND WEST OF
THE INTERSECTION OF VAL vIs7{,;QGna C0motaII@n CommIssI0n
DRIVE AND WARNER ROAD DOQKETEU

L10 BYDC.}{Ql.i.ii. |

i-8:8 2 8 2001 (ORAL ARGUMENT REQUESTED)

REQUEST FOR REV1E 8 . .
ARIZONA CORPORATION COMM1SSiPN
OF THE POWER PLANT AND
LINE SITING co1v1m1TTEE's
FEBRUARY 14, 2001 DECISION AND
OBJECTION TO THE FORM AND
CONTENT OF SAID DECISION

CASE NO. 105
CKET NUMBER

L00000B-00-0105
of
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I. INTRODUCTION -_ GROUNDS FOR REVIEW :

The Power Plant and Line Siting Committee (hereinafter called "The Committee") failed
and refused to consider the paramount issue at stad<e in these proceedings by not properly
applying A.R.S. 40-36006. The Committee failed to consider each and every factor as a basis
for its action with respect to the suitability of this plant as specifically set forth in A.R.S. 40-
360.06 (A) 1-9, (B)(C) and (D). This Request for ReviWv is not inteNded to address each and
every request for review but to be considered as a guideline for the review,

11. ENVIRONMENTAL IMPACT VS. NEED

T he  Co mmit t ee  hea r d  t e s t imo ny r ega r d ing  t he  envir o nment a l impac t  t he  p lant
expansion would have upon the community yet  select ively choose to  ignore the test imony
and evidence present ed by the Int ewenors and their  witnesses dur ing t he hear ings.  The
test imony was submit t ed under  oath and is a par t  o f the record in these proceedings.  As
out lined below,  each and every impact  upon t he community had t o  be considered in it s
ent irety respect ing the reasons why the applicant  should not  have received a green light  for
a cert ificate of environmental compat ibility.

1 Committee Members George Campbell initially voted no, Mark McWhirter voted no, and Dennis Sandie and Steve Olea abstained
from voting,
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a> COMPATIBILITY

While the Applicant continually skirted the issue of compatibility, the Committee
also failed to fully address the issue of compatibility before its vote and in giving the green
light for the issuance of a "certificate of environmental compatibility The irony of this
entire proceeding should have been focused on suitability and environmental impact
before voting in favor of a certificate of environmental compatibility. This was paramount,
yet die Committee failed to taken into consideration the issue of compatibility or
suitability. Instead, what the Committee considered in its vote was how much money and
how many gifts the Applicant planned to contribute in order to receive a certificate of
compatibility.

The Interveners pointed out time and time again the Applicant's attempt to purchase
a certificate of environmental compatibility by means of gifts or expensive plant mitigation.
This was inappropriate and not within the meaning of the Statutes and as such the
Committee failed to take into consideration all the evidence and testimony it had before
them on this issue.

The applicant did not present one shred of evidence that the proposed expansion
would be compatible to this community and the Interveners suspect the reasons the
Applicant avoided the entire issue of compatibility is because the Applicant knows their
plans are not compatible to the surrounding community. The essence of the word
"compatibility" is defined as well matched, well suited, and complementary. We do not
believe that the proposed expansion is well matched, well suited, or complementary to the
surrounding community. The first clue that The Committee should not have given a green
light for the issuance of a certificate of compatibility is and was the Applicant's suggestion
that spending millions and millions of dollars to help in the offsets arid mitigation of
damages for the proposed plant expansion. These millions of dollars proposed by the
applicant are to be spent on some items which may help in very few setoffs of damages
and some items are what the Intervenors have called nothing less that very expensive gifts
in exchange for votes of support of the proposed plant expansion.

The Committee failed to look at the Applicant's proposed expenditures to determine
which items had any direct relevancy to the proposed plant. Furthermore, if common sense
was applied it should have been determined the proposed expenditures/conditions do not
justify the need outweighing the environmental impact on this community.
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Finally, The Committee failed to review the evidence of record relating to the
plant's expansion and its contribution to the existence of a public nuisance and its
continued contributions to the cause of hand to the residents of this community. The
Committee failed to act responsible and failed to protect the health and welfare of this
community.

b> ZONING AND LAND USE

The property on which the plant is situated is zoned Agriculture not industrial.
Under the Town of Gilbert's Land Use Code and Zoning code the Applicant's plant is not
allowed. Reference is made to the Town of Gilbert's zoning map, which was entered, as
evidence in this proceeding. For The Cormnittee's approval of the expansion continues to
send a message that land use and zoning codes are not designed to protect the health and
welfare of the public. We have rules and regulations in place for the purpose of protecting
property values, public health, and welfare. See Gilbert's General Plan, which was
submitted, as an exhibit by Intervenor Mark Sequeria and Jenne r Dujanyis" exhibit
regarding the zoning map of the Town of Gilberi. When the rules and regulations are not
followed this creates anarchy. The residential communities surrounding this plant are
unlike any other The Committee has ever had before them yet The Committee failed to
protect the citizens by failing to look at the big picture and in protecting residents from
harm.

The Committee heard the testimony of Councilman Mike Evans regarding his
opinion that the general plan was amended some time ago in an attempt to cover up the
zoning and land use issues surrounding this plant. The Committee failed to consider this
testimony and the other testimony presented in these proceedings regarding the land use
and zoning issues surrounding this plant. To ignore these issues was in direct controversy
of the state of Arizona legislative intent for the establishment of zoning and land use
regulations. While the Town of Gilbert may have attempted to waive jurisdiction over
SRP in what we believe to be a total disregard of local, state and federal laws, that does not
mean that the Committee had to accept the arguments set forth in the agreement between
SRP and the Town of Gilbert entered into on April 25, 2000 known as the
Intergovernmental Agreement.

Review of the state of Arizona statutes on Special Taxing Districts does not
automatically allow SRP to claim jurisdiction over any other governmental entity. The
Town of Gilbert's attorney and SRP's attorney cleverly drafted the IGA to ensure what we
believe was a way out for the Town of Gilbert to be responsible to the citizens of the Town
of Gilbert and for the Town of Gilbert to receive expensive gifts. Through several inquiries
with both the Town of Gilbert and SRP, on the issue of jurisdiction, never once did we
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receive a legitimate answer to our questions on jurisdiction. We have been told by SRP's
counsel that the issue of jurisdiction was a legal argument, which in our opinion is
certainly a colorful argument. For SRP and the Town of Gilbert to enter into such an
agreement without due process of the law is unjust and inequitable.

In addition to the foregoing, the Interveners and others brought the zoning and land
use jurisdiction issue to the attention of not only the Committee, but also to the attention of
the Chairman. We believe the Chairman failed to act in accordance with A.R.S. 40-360
(D), requiring the Chairman to promptly serve notice upon the chief executive officer of
the area of jurisdiction affected, i.e. the Town of Gilbert. The Interveners believe if the
Chainman had acted in accordance with the statutes the Town of Gilbert would have been
forced into these proceedings. It is also noteworthy to point out that an anticipated change
in the leadership of Gilbert is expected on March 13, 2001 and as such, the Interveners
believe the new leadership may revisit the issue ofjMsdiction.

It is also noteworthy that the City of Tempe and the Tempe City Attorney
took at much different position regarding jurisdiction and land use then the Town of
Gilbert. The City of Tempe and SRP entered into an Agreement dated June 15, 2000
respecting the expansion of the Kyrene power plant. Among some of the recitals,
specifically recital D, the City of Tempe took the position that it has jurisdiction over
zoning and design review over SRP while SRP claimed that the City of Tempe did not
have any jurisdiction. Further, the Interveners have been infonned that if the majority of
the council from the Town of Gilbert had not wanted the plant expansion the Town of
Gilbert would have taken the same position the City of Tempe took regarding the Kyrene
plant expansion.

C) NO RESIDENTIAL BUFFER

In 1996 SRP sold off their 18+-acre property they initially purchased for residential
buffer knowing this area was being developed for several master planned communities.
This action on behalf of SRP was irresponsible. While this issue was also brought to the
attention of The Committee, they never asked any questions, made any inquiry into the
reasoning behind the sale even in light of the property being environmentally
contaminated. Without a residential buffer sufficient enough in size to protect the health
and welfare of the residents this will jeopardize the health and welfare of the surrounding
community.
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d> QUALITY OF LIFE AND OUR ENVIRONMENT

Many of the master planned residential communities in this area contain open
spaces, parks, and a walk to school elementary school. There is light retail at the corners
of Val Vista and Water Roads with the remaining surrounding area residential. There are
no junkyards, manufacturing plants or industrial areas surrounding this community. While
we were aware that Me corners at Val Vista Drive and Water Roads were undeveloped
but planned for light retail many residents did not know or were they disclosed the
existence of the plant.

The Committee did not hear any evidence or testimony that SRP, their attorneys,
consultants, expert witnesses, or employees would want to live next to or raise their
families next to this plant. The simple truth is that the record speaks for itself on this issue.
As in testimony before The Committee, each Committee member should have asked
themselves if they would choose to buy a house, raise a family or recommend that a family
member or friend purchase a home next to the proposed plant expansion?

All across this country people are attempting to protect and preserve their
neighborhoods including their quality of life. The Applicant is suggesting that spending
millions of dollars to help in offsets of enormous damages which they will be afflicting on
the surrounding neighborhood is justified. The Applicant's expansion is nothing less than
stealing the private property rights of each individual homeowner. The Committee failed
to fully discuss and address this issue. Where was die public voice on The Committee
regarding this issue?

e) HEALTH AND WELFARE ISSUES

The Committee heard testimony from both SRP and the interveners on this issue.
While SRP banks on the sole testimony of their expert witness Sheri Libicki indicating
there are "indiscernible" affects" on the expected emissions from the proposed plant, die
Committee improperly replied upon such testimony. For the record, we believe The
Committee simply was incapable of dealing with the health issues due to the lack of
adequate health professionals available to assist The Committee.

First, Sheri Libicki was not qualified to testify regarding medical issues, as she does
not hold a license to practice medicine. A review of Sheri Libicld's credentials will reflect
she simply is not qualified to testify relating to health issues. What The Committee failed
to rely upon was the written statements of the following qualified medical doctors which
supported the health risks and dangers associated with the plant expansion:

I
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1. J.T. Danforth, MD.,
2. Carlin G. Bartschi, MD.,
3. Randy H. Lavitt, M.D., and
4. Gary G. Augier, M.D.

The Committee also failed to rely upon the testimony of the following doctors

1. Dr. Christopher Labor, and
2. Dr. Todd Taylor,

Maricopa County does not meet current federal air quality standards. According to
the American Lung Association's State of the Air 2000 covers county by county static's
related to exposure and assigns grades to ozone air pollution, based on ozone monitoring
data from 1996-1998. Data are based on information available through the EPA. It is no
surprise that Maricopa County received an "F". It is also no surprise that the Santan
Generating Station ranks among one of the top contributors in pollution in the Gilbert
area.

Each and every emission from this plant is a major source of pollutants which is
controlled under Title V. Each and every emission from this plant can have serious and
deadly affects upon "the at risk groups" and can contribute to breathing problems in
healthy children and adults. It is undisputed that the emissions from this plant will have an
adverse affect on children. This Committee must look at the data from EPA, the American
Lung Association, and the Department of Public Health. Countless studies have shown
that environmental pollutants which children are exposed will. have serious health
consequences. These studies have shown that because children's systems are still
developing they are more susceptible to environmental threats. SRP's plans to expand are
nothing less than a threat to each and every child surrounding this plant. We all know that
there are alternatives available to SRP but big business does not concern itself with the
protection of children. It is the responsibility of each parent to protect their children and in
this case it is also the responsibility of this Committee to ensure the protection of the
children in this community.

While SRP has not addressed the economic factors of health costs associated with
their own enviromnental pollutants, I believe the Committee was required to look at the
health cost and its impacts the emissions from this plant will have on this community. The
cost of asthma to the U.S. economy was estimated to be 6.2 billion in 1990. SRP did not
perform a health impact study nor did they indicate they would perform one. We
requested the health impact study be performed but the Committee once again failed to
properly address this issue. What are the health affects? We can only assume that a third
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patty unbiased health impact study would certainly change many claims SRP has
attempted to persuade The Committee that there is no "indiscernible" affects from the
emissions of this plant.

While SRP has recently taken steps to clean up the NOx emissions at Suntan due in
large part and in to achieve lower NOx emissions as a result of the combined existing and
proposed plant emissions. Four out of Five emissions will significantly increase and they
are CO, Pl\/110, V()Cs and Sox.

For SRP to claim that the emissions from this plant will not contribute or cause any
adverse health affects to children or adults surrounding this plant is nothing less than
irresponsible and a total disregard in the protection of human health and welfare. Even
more upsetting is the fact that The Committee failed to require studies or have some
knowledge about the health affects upon this community and M giving a green light for
the expansion.

Finally, and according to the Arizona Republic February 28, 2001 front page, the
recent U.S. Supreme Court decision on Tuesday, February 26, 2001 set clean air standards
at a level that best protects health, not the corporate bottom line in a unanimous ruling
sweeping implications for the nation's environment. This Commission must review,
research and determine the health affects upon this community before the issuance of a
certificate of environmental capability. I would encourage each of the Commissioners to
thoroughly research this case.

1) PROPERTY VALUE ISSUES

Again, SRP paid a lot of money for two property valuation reports. These reports
were perfonned on a very limited scope and for a certain conclusion. The fact of the
matter is SRP is not willing to place any guarantees on property valuation as a direct
result of their proposed plant expansion. If any Committee member drove around the
surrounding residential communities, they would or should have come to the conclusion
that residents have spent a lot of money and time in the upkeep and improvement of their
homes. We are not talking about lower level housing or government housing here, we are
talking about upper middle class neighborhoods. The Committee has heard statements on
the record that people have already lost the sale of their homes as a direct result of the
proposed plant.

Recently, the Maricopa County Assessor's office released a statement indicating
their opinion that the home surrounding the plant will loose property values as much as
15%. Once again, The Committee failed and refused to fully discuss this issue.
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g) PRI()R TESTIMONY BEFORE THIS COMMITTEE

This Committee has heard prior testimony in the Redhawk power plant case from
the engineering staff (Jerry Smith) at the Arizona Corporation Commission that it is not a
good idea to build local generation within the non-attainment area. One of the arguments
presented was air quality issues and the non-attainments status for Maricopa County. This
Committee has also heard from the Applicant on their plans to bring in more transmission
lines. This testimony is reflected M the January 26, 2000 workshop on the present and
ligature electric transmission needs of the state. In this testimony, this Committee heard that
the resource planning of SRP in its transmission lines and the proposed expansion of
Kyrene (750 mw) would best serve their customers in terms of providing them with
adequate reliable and low cost electricity. SRP also indicates later on in the decade they
would seek to expand Santan.See exhibit submitted by Intervenor Lopez in her initial List
of Witness relating to the proceedings and testimony relating the siring of the Redhawk
plant. The Committee failed and refused to discuss this issue

h) ALTERNATIVES -NOT FULLY DISCUSSED OR CONSIDERED

Alternative plant sites were not fully considered and discussed. The analysis of such
sites as Coolidge, Mobile, Florence and Saguaro areas should have been strongly
considered as alternative means of satisfying the need for power generation as
described by SRP.

Current Power needs up through the year 2005 can be met by the mandated order
issued by the ACC. This basically states that merchant plants must allow for a portion
of their generation to be made available to the Valley or State at its critical peal power
need. The extra generation will be enough to sustain the Valley well past the year 2005
or at least until SRP finds a more appropriate location for a larger generating facility.
SRP as a Public Utility must be forced to explore other options in detail to
accommodate the East valley's need for power. It is not responsible for SRP to erect a
Band-Aid plant such as Santan as it was described by The Committee. It is interesting
to note that SRP has made statements to both the Interveners and members of the
public that they will be returning to the Commission within 5 years or less and request
again a permit of another even larger plant. The Interveners position has always been if
SRP really needs all this power, then they should not wait, and they should immediately
proceed with alternative sites outside residential communities.

4.

2.
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Central Arizona Transmission Study (CATS) - The decision to grant or deny this plant
expansion must not be made unless the CATS study is thoroughly understood and
applied in many different scenarios.

i) IS ARIZONA AND ITS RESOURCES BECOMING A DUMPING
GROUND FOR THE POWER INDUSTRY?

While SRP attempted to bring up "the problems in California" anyone who
has done their homework knows those scare tactics by SRP are fought with all types
of problems. Reference is made to the February 22-28, 2001 New Times Article
"Shock Treatlnent". While Arizona and its resources are becoming a dumping
ground for the power industry, The Committee again failed to careiiully review and
consider this issue.

OBJECTION TO FORM AND CONTENT OF ORDER

Interveners argue that The Committee failed and refused to consider the appropriate
conditions offered by the Interveners in the proceeding. Without restating all the conditions
submitted by the Interveners, the Interveners believe that The Committee failed to consider some
of the most important conditions of the plant expansion as follows :

1.
2.
3.
4.

Independent Health Impact Study.
Real Property Damages - Compensation.
Santan plant expansion versus the Kyrene plant expansion.
Alternatives to the expansion of the plant.

Further, Interveners also object to some of the inappropriate conditions as a basis for
the approval of the plant expansion. Specifically, Interveners and several Committee
Members addressed the inappropriateness of the following conditions :

> Condition Number 12. - $400,000 to fund a major investment study through a
regional public transit authority to develop concepts and plans for commuter rail
systems. Though the Interveners believe this study may be well suited for the
east valley they do not believe this condition should have been made a condition
for the approval of this plant expansion. Interveners believe this condition was
included by the applicant on the basis of obtaining Committee Member Wayne
Smith's vote of approval.

3.
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> Condition Number 28. - April 28, 2000 Intergovernmental Agreement Between
The Town of Gilbert and Salt River Project. Interveners have constantly obi ected
to the IGA on the basis of the improvements listed therein, the intent of the
parties and the provisions contained therein were based solely on funding
improper aesthetic projects not related to the plant expansion in exchange for the
Town's support of SRP in improperly waiving jurisdiction relating to land use
and zoning.

Finally, the Interveners are very concerned with the vague and ambiguous language
contained in most  of the condit ions contained in the February 14,  2001 decision.
Specifically, the intewernors have been advised that the language in the current form allow
too much interpretation and are
to a binding contract.

designed to protect the applicant from legally committing

Respectfully submitted this 28th day of February 2001 .

Original and copies filed with the
Arizona Corporation Commission
this 28thday of February, 2001 with copies to:

By

Kenneth C. Sundlof, Esq.
JENNINGS, STROUSS & SALMON, PLC
One Renaissance Square
Two North Central Avenue
Phoenix, Arizona 85004-2393
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conclusions drawn iron these
analyses are definitely disput-
able," Meulemans said.

Meuiemans said one of the
I studies assumed home buyers
were fully aware of the proposed
expansion beginning in August
1999, and the other made the
same assumption for August
2000.

Pub

that it could have an impact on
property values in that area," she
said. "Arm I concerned about it
over time? No.'

The county will continue to an-
alyze the situation, Ross said.

Homeowners maintain that
SRP is responsible for their
potentiadloss.

in property values was unlikely.
The first study, conducted by
Kelly Commercial Consultants
Ir summarized that "the effect
(on property values) of the pro-
posed Santan Expansion Project
will be negligible."
. The second study, conducted
by PricewaterhouseCoopers, ech-
ded dirt conclusion.
_ An SRP spokesman and long-
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he county assessox"s conclusion.
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"SRP knew they had this
plant," said expansion opponent
Mark Kwiat of Gilbet. 'They
knew there could be a possibility
of them .expanding and they
should. hay? been 'responsible
enough rd say you might want to
keep a bufbelr here."
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Nurtll Amuricu tO get in energy

DIE rhrcu fundzunenlnl C's
of Arizona copper, cot
ton and cattle ._ have
lew par tier. California
powcli

Twenty ll\ll>slvu power plants are under
struction or in the planning stages in Arizona
The bulk of the power from those plants, as much as

l5,()()() megawatts, will be sold to Calilln lay 2003, Ari
zone will product enough PU\\'UI` lot llll)l'u than 'O million

people
The plants are being built in Arizona because it is one of the

easiest and cheapest places
facility approved and built
Companies are rushing plants through approval and construction

processes to get in in some of the biggest profits
industry, which will be made in the next two to tluee years
In effect. it's a land rush. a feeding frenzy. Right now, the early bird frets

the juiciest long-term contract
issue. then is not blackouts. Arizona soon will have three times more

power than Ir needs
s not going to be a power shortage in Arizona, says Peter Navarro, a top

California energy analyst and associate professor at the University of California
Irvine. "The question for Arizona is what you're going to get in return tor being Cali

forma's power farm
Then, of course, there's the issue of what sort of nasty little problems you're going to

find once this frenzy . ..
In some ways, Arizona has already given away the farm tn Incentives and tax breaks.One

state law passed last year, for example, allows power plants to piggyback on a state tax law
originally designed to help mom-and-pop entrepreneurs get started in the state. In effect,
power plants get a 30 percent tax cut in their first two years, a break that could shortchange
the state more than $60 million

the ulcctricity

California

eats lots of

power, but it

doesn't like growing

its own power plants

Instead, Arizona is

_ec0mingthe new power

farm for the Coast.
¢
..........r'
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In some ezisesr local comfy boards and
economic councils have given up much

yes. thcnret ical lv.  would he
passed directly on tn retail customers

But one maxim Rf the modem deregu
lated power industry, analysts say: The
beast is always hiding in the details. And
there are signs, such as the recent ever
agency burning of diesel fuel at SRP's natl
rel gas plant in Gilbert, that natural gas
supplies and prices could be the Achilles
heel ofAriznna's increasingly gas-depend
ant power grid

Natural gas supplies are a legitimate
concern," says SRP's Mark Bnnsall

Which is why El Paso Natural Gas, the
company that sends natural gas to the
Valley, is emerging as a power player. The
company could use its mammoth market
clout to squeeze central Arizona as it is
accused of squeezing Southern Cali for
Pia

El Paso. after all. will he building the
gas lines and providing the gas to many of
these new plants.

And  t hos e  nas t y l i t t l e  p r ob l em s
Navarro mentions are already appearing.
Cries of foul play and foul planning arc
emanating from around the state

The most egregious ramrodding would
appear co be taking place inMohaveCount;
where Arizona's Erst new plant will lire up
this summer and a second is heingslammed
through local and state committees. (See the
related story on page 32.)

Even SRR the Valley's fatherly public
utilit)4 is being accused of soiling the Val-
lcy's air and draining its water to profit in
California. SRP counters that it's rushing
toput aplant the size of the new Cardinals
stadium in residential Gilbert to meet a
critical need in the East Valley

slut there are upsides tn becoming a
power farm.

As long as all of Californin doesn't seek
refuge in Arizona, the state wi l l  have

vnouyh elec tr i c i ty in the shor t  term
Within two verlrs_ Arizona will he produc-
ing much more power tl\an it needs

AlthouIzh the hulk of the energy wil l
flow west. in the short term, power pro-
duced in Arizona will stay here if Arizona
needs it. thanks in part to local consumer
advocates who took the issue tn court

Natural gas and who controls supply
and shipping is also a major factor in Ari-
zona's power picture because natural gas
i s  what ' s  needed to  fue l  these new
plants

In two years, prices should drop as new
generation plants and transmission lines
come on line and as old gas wells in Texas
and the Four Corners region are revived
and new wells are dri l led. Reacting to
price signals, the number of operating gas
wells in the United States has more than
doubled in the last year

By 2004, there should be enough power
for sale by enough different entities that
wholesale prices should fall, and those "Beware of the Tcxholcs," mc Califor-

Mol?
93537
P A N ! { ! r A

n

Pia antitrust lawyer warns, dusting off an
old epithet for Houston-based oil barons.
who, thanks to deregulation, now own
much of the generation capacity in the
West.

Indeed, it is the emergence of a feeding
frenzy among companies so often accused
of collusion, not the blackouts it\ Califor-
nia. that could be the lmrhinger of doom
for Arizona.

"The alt fuel thing, the real estate crash
- all the really had things in Arizona hap-
pen when there's a frenzy like this." says
Pat Sherri l l . who has been fighting the
proposed Caithness plant northwest of
Phoenix in Mohave County. "Youlve just
got tn wonder what is lying in wait for us
down the road. History tells us it lust can't
be good."
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In 1996, California:l's major regulated utili-
ties. Pacific Gas 8¢ Electric, San Diego Gas
8¢ Electric and Southern California Edi-
son, got what they thought would he a
smoking' deal.

The three utilities had been in trnuhle.
They were saddled with heavy debt from
bad investments  in contlnueninm page 31

Gilli miientx fngln SRI; pin to ginnymum! its
Sal Talplan.

vearmenrBy Robert Nelson
Photographs Hy Paolo Vescia
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Power Plants continued from page 29

obsolete nuclear and coal plants. State
impose rate caps  were b lock ing the
from the profits they rel! were l11ir in Eu rich
nat iona l  economy .  B ig  indus t r ia l  cos
tamers  were threatening to bui ld thei r
own on-site generation using' new natural-
pgas turbine technologies or hay from else-
where

So the ut i l i t ies  success ful ly  pushed
through :x law that, among other t h ing
i l lowet l  them to impose surcharges on
customers to offset their bad investment
costs. Rate caps were put  in p lace that
would remain unt i l  the ut i l i t ies '  invest
merits were paid of£ After that, the utili-
t ies  and the market  would d ic ta te  the

numerous
(`()l¥llP1\l'1Y CXOCUll\'CS
and pn\v(?r invcsfnrs
m et  t o  d i scu ss  h o w
b e s t  t o  p r o f i t f r o m
t h e C a l i f o r n i a  m a r
k e f .  M any companies
b e g a n b u y i n g u p
p o w e r plants i n  C a l i
f o r m a .  s o m e b e g
p lan n in g  n ew  p lan ts
in  Arizunanr Nevada
W i t h i n  m o n t h s ,  t h e

r;1[Q§
As part of the deal, utilit ies had to sell

of f  their power plants, which freed them
from the had investments.  The ut i l i t ies
would buy their paver on the wholesale
pot  market .  At  the t ime.  there was : in

ihundance Rf' cheap wholesale electricity
lying generated using cheap fuel suppler
In theory ,  wholesale spot  pr ices would
dive and, unhurdencd by expensive long
term contracts. dying' plants and rate caps,
there would ht- a £1t new margin for utili-
lies.

n a h o n ls  m a yo r  N i a l l
r e l  : r e s  t l i s t r i b u t o r s
a n d w h n l c s a l c r s
w i s e  f r o m  y e a r s  o f
p l a y i n g  t h e  n a t u r a l
g a s  w h o l e s a l e  s p o t
m a r k e t s .  l o r a n  r e
c r e a t i n g  t h c m s c lv
a s  e l e c t r i c  p m v c r
g e n e r a t i n g  a n d
acting C(1II1[

i t  s c c n i c d
e n e r g y  e x e c u t i ve  i n m a r  m|  f l

l l mm l m Mllllllllllllnl

Jack Ehrhardt. a critic sf natural-gas pants, says lriruna is ignsrirrg nnewalle nmany cunsemlilrL He Is iesignirrgthis r'enevahiefnergr

poweredbuilding far the Aroma Matiarrd Guard

In Qsscncc, it ' the mrlrkct pmvvr gnu

"The question for

W hat  they l l i dn ' t  p red i c t ,  though,  w as
that cus tom ers ,  buying at  f ixed low  costs .
had l i t t l e  reason to  conserve.  Thcy t l i dn ' t
t h i c k  abou t  t he  pow er  needed  to  c rea te
: i nd  run a l l  o f  Ca l i l ' o rn ia 's  new  h igh-tech
indus t ry,  burs t i ng  w i th  pow erfu l  com put -
ers and other electric  gadgetry.

Th e  u t i l i t i e s  w e r e  c a u g h t  o f f  g u a r d
when (Ia l i forn ia 's  econom y turned robus t ,
w h i c h  c rank ed  up  dem and .  A t  t he  s am e
t im e,  hydro generat ion dried Np.  sum m er
tem peratures  soared and w inter tem pera-
tures  p lum m eted.

In  t h e  o l d  re g u l a t e d  m a rk e t ,  u t i l i t i e s
r e s c u e d  o n e  a n o t h e r  w h e n  n e c e s s a r y
laeeause that was the east~el l feetive thing
to do.

The new  m arket ,  though,  w as  bu i l t  fo r
s hark s .  As  Ca l i fo rn i a  bec am e fa t te r  and
more vulnerable, the sharks, in the form of
Am erica 's  new  breed of  w holesale pow er
merchants . c i rc led. Arizona is what

In the months al lowing dcregl l lat ion,

the country saw the
c r i t i ca l  loopho le  I n
t he  C a l i f o rn ia  l aw :
Rely ing total ly  nn a
spot  market  for  a v i ta l  and uns tnrahle
commodity only works if  there is  ample
supply. If there isn't ample supply, prices
will continue to skyrocket because utilities
llave no choice hut to hay the commmlity
quickly.

get selling the olav glass of water on :I has
of hillinnaires stranded in the desert. (Inli-
fornia wnuhl have two choices: Pay up or
go dark.

The mi l l ion-t lol lar  quest ion.  then.  is
whether (Zalifurnia's supply crisis was all
had luck and half planning nr rather a mix
of fal  luck .  had planning and col lus ion.
D id the sharks  push Cal i forn ia of f  the
dock?

Perhaps the most important  of  these
early industry meetings was held on Sep-
temlver  26.  1996,  in Room 431 Rf  the
Embassy Suites Hotel near Sky Harbor
Airport .

The meet ing was at tended by senior
management of SoCalGas, San Diego Gas
& Electric and El Paso Natural Gas. Notes
of  the meet ing were obtained Hy Lance
Astrella, a Colorado energy attorney, dur-
ing discovery in a different antitrust case.
Bu t  t he  a t t o rney  qu ic k l y  rea l i z ed  t he
wider ramifications of what he saw.

in a lawsuit  f i led late last year in Los
Angeles County Hy top antitrust attorneys,
execut ives  of  the three companies  are
accused of agreeing to kil l  projects that
\Vol l l (1 have undercut
each others ' control of
. na t u ra l  gas  m ark e t s
( a n d t hus e lec t r i c
power markets) in Mex-
ico, Southern California
and the Southwest.

At  the t ime,  SoCal-
Gas' and San Diego Gas
& E lec t r i c ' s near -
monopoly  o f  nor t hern

I

yuu're gningm get

for being llalifurnia's

power farm."

"Fearing :l new err nfnpcn competit ion
and lower prices," the cnmplnint alleges,
"these latter-dny captains of industry gath-
ered secret ly  to hatch a conspiracy  to
dominate the unregulated aspects of the
natural gas and electricity markets.... The
conspirators sought to eliminate competi-
tion, take advantage of electric Lleregnla-
tion, drive up the price of natural gas and
profit from the inervasetl prices."

All three companies vehemently deny
any wrongdoing. In essence, they acctlse

the plaintiffs of lookine;
for metlia attention :intl
an easy scapegoat in :\
complex crisis.

A l s o  ( l u r i n g  t h i s
time. El Paso 1-sscntiallv
s o l d  t h e  r e m a i n i n g
availalwlv capacity on its
l i nes  t o  i t s  ow n  m er -
chant suhsinliary. Critics
say this  move gave EI
Paso control of  al l  the
noncomractcd available
space on the p ipel ine
and. so, complete con-
trol of all availahlc natu-
ral gas in California.

F o r  A r i z o n a ,  t h e
deal,  col lus ion or not ,
a l s o  h a d  a  p r o f o u n d

impact. Tennccols lines would have taken
cheap gas into northern Baja.  With the
pipeline, attorneys in the case say. northern
Baja would have been the eas ies t  and
cheapest location to build new natural gas-
lircd plants to feed Southern California.

But  when the p ipel ine d ied.  leav ing
Baja with expensive SoCalGas fuel. power
companies needed a new power farm.

Where could they get facilit ies planted
quick ly  next  to major pipel ines? Where
was land and lahr cheap?

"Arizona," says Astrclla. a top enerlgv
attorney and one of the lead aftorncvs in
the California class action suit.PawnEnosany num'plantscan havea xigni6can1 impala an vrwertv values.

Baja and Southern Cal i -
fornia was being threat-
e n e d  b y  t w o  Te n n e c o
p i p e l i n e  p r o j e c t s  t h a t
would have doubled the
natura l  gas  f low ing into
t h e r e g i o n . I n t h e
m o n t h s b e f o r e t h e
P h o e n i x  m e e t i n g ,  E l
Paso had purchased Tenneco.

A f te r  t he  m ee t i ng .  E l  P as o  k i l l ed  t he
Tenneco projec ts .  Cal i fornia 's  nahi ral  gas
power plants , which sucked up 18 percent
of SoCalGas '  capac i ty,  would rem ain cap-
tive customers of SoCalGas.

El  Paso had wanted to run a pipel ine to
a massive natural  gas power plant in Mex-
ico,  but  SoCalGas  had subm i t ted a low er
b i d  o n  t h e  p r o j e c t .  A f t e r  t h e  m e e t i n g ,
SoCalGas w ithdrew i ts laid.

According to the lawsui t ,  th is  t i t  for tat
and several  other subsequent agreements
s t rang led the  Ca l i fo rn ia  and Ba ja  supp ly
and left  the region at the mercy of monop-
ol ios Flr\s1cnllv_ Mvxicn cnntfnued on page 32

phoen lxncwt lme com F 1 i n I u . w : \  1 \ f 4 v UNI N EW T I *4 E 5 31



(

4

\

.I

Power Plants continued frompage 31 the critical environmental issues, I still
have yet Lu hear any convincing argument
that this whole mess will ever benefit the
average Arizona customer."

made the most sense for plants, followed
hy Arizona and Nevada," he tells New
Times. "When that pipeline was cut, all
eyes turned ro Arizona. You would not be
seeing this rush to your state if that
pipeline had remained."

in 1998, as deregulation was rolling into
effect in California, power companies began
flooding the Arizona Corporation Commis-
sion with plant proposals. Arizona, with
louse regulation, cheap land and labor and a
penchant for tax breadth, was the most fer-
tile ground for a quick crop of plants.

The plants were nearly identical in con-
cept: Prefab buildings with several natural
gas turbines, essentially engines like those
on a 747 jet. Plants would produce an aver-
age of 8()O megawatts of power. (One
xnugnwatt generally serves about 1,000
residents.)

"I have yet to hear

any convincing

argument that this

will benefit the

average Arizona

consumer."

Never in its history has the Commission
seen so many proposals being filed so
quickly.

"The dam broke," says Dennis Sur die,
an official with the Arizona Department
of Water Resources who sits on the Com-
mission's Power Plant and Transmission
Line Sighting Committee, which, like a
planning and zoning board, evaluates pro-
posals before passing theron to the three
corporation commissioners for a vote.
"We hadn't seen a new power plant since
the early 19805. Then boom."

As the permit applications arrived at
the Commission's office in Phoenix, plant
supporters began pushing their projects
through local public hearing processes.
They needed the megawatts to get in on
the California boom, which they knew
government regulators would eventually
stop. And the list companies to get plants
approved and operated would have the
best arguments that they were offering a
much-needed product.

Last spring, Hogan and other consumer
advocates began to ask questions about the
power plants. Hogan's group sued the Cor-
poration Commission, alleging it was not
following Arizona law that required the
Commission to balance the need for a
power plant against the plant's environ-
mental impact.

Most would sit along an El Paso Natural
Gas main line, which would allow them to
avoid gas-delivery charges of subsidiary
companies such as Southwest Gas.

Four plants are being constructed next
to the Palo Verde Nuclear Plant west of
Phoenix. The spot allowed plants easy
access to the power grid and put them just
outside the highly regulated Phoenix air
shed.

(other companies looked for land any-

where in rural Arizona with infrastruc-
ture, organized support fuT economic
development and, critics argue, unorgan-
ized opposition to questionable economic
development.

As the proposals flowed into Arizona,
so did company repre-
sentatives, lobbyists
and public relations
people. Tax incen-
tives, sketchy environ-
mcntad impact studies
and company-con-
trolled public polling
followed. And nobody,
including the Arizona
Corporation Commis-
sion or state govern-
ment, seemed to be
asking two critical
questions:

What is the cumu-
lative ef fect of  all
these plants?

And do we really
need all this power?

"This rush for
plants is all unprece-
dented," says Tim
Hogan, director of the
Arizona Center for Law in the Public
Interest. "But even with all the unknowns,
we keep blithely approving them. Beyond

The first three merchant plants sailed
through the Corporation
Conunissiou quickly and
quietly early last year.
Consumer and environ-
mental advocates were
caught off guard.

Griffith Energy L.L.C.
was the first to apply for
approval from the Com-
mission. It wanted to
build a massive merchant
plant up by Kinsman in
Mohave County.

Reliant Energy fol-
lowed. Then two from
Pinnacle West (APS' par-
ent), then Harquahala
Generating Co., Duke,
Panda Gila, Caithness,
Mesquite, Giia Bend
Power Par tiers, SRP
(twice) and Sundance
Energy. Several other
companies and utilities

are expected tu present proposals to the
(Iummission in coming months, according
to industry analysts. The power cumpuniua inlcrvcnud in

Pvwvr TNT
riznna's first merchant plant will fie up Mis summer near
Kinsman. re this plant is any indicator of thing; to come, Ari-
zona is in deep trouble.

Mohave County is on the verge of bankruptcy, thanks, aitlcs
say. to incentives and tax breaks gjtren to the new Griffith power
plant. The county's economic development board's dealing an the
project are currently under invesdgadon by the Arizona Attorney
Generals Uffioe. me Investigation should be finished next month.

The plant will be pulling all of ms water from an aquifer that also
flows under the reddens of Golden Valley. nesrdenrs there were
Informed that aunty officials had made a deal with the plant's
builders that gave the power plant first ngms to the aquifer:

The plant will draw8.4 million gallons W day from the aquifer;
the equivalent of a city of 40,000 people. in effete, if the plant
dries up wells around Golden Valley, the plant wt continue to Mn
and residents won't have water.

the Mohave County Economic Development Authority used
county money to pay forth roads, water lines, wellsandother infra
structure for the plant and the adjacent industrial park. However,
because the development authority is a private oorporatlon, county
residents don't know how much county money went for theproject

Estimates range from $7 minion to $10 million. Development
authority off'dals won't give the llgrres.

The county budget in that time has gone from a $3 million sur-
plus to a projected $3 million delidl. To raise money, the county
has sold its courthouse and jail and is now leasing them back.

Accusations of financial impropriety are false, says Bill
Goodale, executive director of the Autllonty.

And claims that the Griffith plant is a boondoggle are equally
ludicrous, he says, noting that studies showed that Mohave County
needed the power. And the county, he says, badly needed industry
to prop up a sagging tax base.

The county's money problems, he says, are actually caused by
the county's heavy population growth and subsequent inhastruc-
lure needs. He says the county needs more heavy Industry, not
less, to generate much-needed taxes.

"This power plant is a boon for the county,' Goodale says.
'There is no doubt we're doing something good for the county."

1 1

The Mohave County Economic Development Authority brokered
other sweet deals for the power company.

The plant sits in what is called an 'enterprise zone," meaning
the plant will not have w pay sales tax on construction costs dun'ng
its list year of operation.

In addition, thanks to a change in state law, the plant will also
benefit from a state statute that was originally intended w help
mom-and-pop entrepreneurs get started in the state. The
amended statute will, in effect. cut the property taxes paid by the
plant by 30 percent

The companies that0wn the plant, Duke and PP&L didn't need
Me help. Running at 80 percent capacity, the plant should have
revenue of $1 million m $3 million per dav-
. Plant officials say they received nothing that other plants
haven't received, according to news reports of the project.

the plant sits on land sold - cheaply - to the companies by
Fred L Dean. Dean was a founding member of the Mohave County
Economic Dewdooment Authority. Dean now owns land bathe plant

The elective director of the Development Authority and lead
promoter of the plant used to be Donald Van Brunt. But Van Brunt
resigned from his position last year one month after it was discos

redhe had an 18year-old felony conviction. In 1982, he had been
convicted for consplrat8y to manufacture $3.8 million worth of
counterfeit Federal Raerve Notes.

Accoidingto tewmony in the case, Van Brunt and an accomplice
purchxed a print shop in SantaAna. cau1"ume.me uen>fme print
shop became suspicious wilell Van Brunt. identifying hitter as ML
'Van Smart!,' asked if the dlop's cameras 'could plier up very line
lines' and mid the Sella they "might have tn board up the Windows
becausetheywouldbedoingtnp-seaetgovemmentworle'Amonth
later, Sea et Setvlce agents raided van Brunt Emeipnses inc. Van
Blunt kiddy waived his Miranda riga signed a svvom statement of
his invuwemanin the scheme and named h`s accomplice.

After the revelation d his criminal past Me MCEDA board unan-
imously suppcnedVan Brunt, issuing a statement Mat 'This board,
and Me industrial organizations we represent, continue to maintain
the greatest respect for Mr. Van Brunt'

'W e supported him because he is a man of great vision,"
Goodale says 'He has done so much good for this county."

Van Brunt said he had paid ms penalties to society for the crime
and then accused political enemies of "character assassination."

Soon after van Brunt's resignation, he was hired by Caithness
to promote the company's proposed plant near W ickieup in
Mohave County.

According to the residents of the tiny town, the power plant pre
postal has been one long series of ooverups and hatiuuths

"When we first met Van Brunt. he said he wouki bring all this
wonderful development to Widdeup,' says Corey Daniel, the owner
of the tove's Mobil station. "`IT1en we asked what kind of develop
went it was, and he said, 'Just come to the meeting/ When we got
wind it was a power plant, people were just outraged.

"From that point on, they've been totally in-your-lace and slam-
dunk the whole way. Getting information has been like pulling
teeth, and when we get the Information, it's always different than
what they were ongtnally telling us."

in disatsslons with residents and in public hearings, Caithness
and officials of the MCEDA have misrepresented both the pollution
output and the water drawdown of the plant. critics say- Residents
say they haven't been properly notified of public meeting

Residents discovered that of the 1,200 acres Caithness had
purchased forth plant, 1,000 of it had been given to MCEDA to do
with as it chase.

That Vlllckleup plant proposal, called Calthnas Big Sandy, first
was med with the county in August 1999.

It was approved by county supervisors, two ro one, eight
months later

Supervisor Carol Anderson was the dissenting vote.
'rte reason for my cblecdons, along with the environmental

issues, is the process," Anderson wrote. "The normal county
process for suit major changes to a community normally involve
developingan AreaPlan. That Area Plan process invokes the com-
munity at numerous meetings and usually is an 184nonth, or
longer, process. . . . This expedited process eliminated the
aazepted and traditional County practice, the opportunity for wm-
munity participation and studies on community impacts,"

'it's humbly frustrating and disheartening to watch Me political
process there," says Pat Sherrlll. who owns 40 acres near Wick-
ieup. 'it's all a lazied deal to the benefit of a couple people(

W hile the Caithness project sailed through local approval
Processes. though. it hit a snag in ham d the Arizona Gorporation
Commission Power Plant and Transmission Line Signing Committee.

During committee hearings, Dennis Sundle from the state
Department of Water Resources chastised project promoters for try-
ing to punch through such a massive plant with such sketchy envy
ronmental-impact research.

The plant has yet to be recommended by the committee,
Sur die said he would not discuss any open power plant hearings.

'To the committees credit, they were very adamant that they
wanted the facts on the water withdrawal issue,' says lack
EhMardt, a federal gavemmenr renewable energy consultant 'They
were the first to take the critical issues here seriously and ash some
real questions." -Robot Nelson

A



ell for the Future
Natural gas prices have tn rise tn the

$3 range, that's reasonable considering
they have to get a new supply." save SRi"s
Mark Bonsall. "But wc've been seeing six
lucks. eight bucks, and tha!'sjust way, wav

This is all unprecedented territory
Hogan says We better know what
doing or it will be a disaster

case. :Ind n sctllcmcnk w:ls rcnehed
As part nf the wttlenwnt. power plant

owners Had ' Io guarantee that power
mild he availithlt- to Arizona customers

lur ing peak periods over the next two
years. Subsequent plants will also have to
pave they arc nerved

Hogan and others also want a compare
reusive study of the cumulative impact of
these new plants, particularly the cumuli

effort of the four plants locating them
selves just upwiml of the Vallev near the
Palo Verde Nuclear Plant. about 30 miles
west of Phoenix

l ' n \  not  denying these th ings  are
leaner  than coal  or  nuc lear  plants

Hogan says. "Hut nohotly has answered
hat the cumulative effects of all these

plants really might he, if there is one. The
utilities say there isn't one because they
arc highly mobile pollutants. hut that's not
law:lvs real comforting to only hear from

private utility company
Steve Branol f. : in engineer wi th the

Environmental Protection Agency. says
the plants are environmentally sound.

And since modern natural  gas-fi red
plants are all nearly identical, Branoffsays,
the EPA can make project ions of the
plants' impact based on already existing
plants.

"Despite the fact that these arc very
large plants. their emission specs really are
very low," Branolf says.

Hogan has one other pending lawsuit,
against Arizona Public Service. In that
case, Hogan questions the legality of Ari-
zona's plan to remove price caps in ZOOM.

The problem there, Hogan says, is
almost the reverse of one of California's
major problems. In Arizona, companies

Tit Hvgau has ld the pushhr incnase4 scminy mlmeer play

such as Pinnacle West didn't have tn sell
off their generation assets. They just had
to separate their distribution and gener-
ation assets. One subsidiary will sell
power to the wholesale market, the other
will buy the power and sell it to cus-
tomers. ..

That's dangerous territory for cus-
tomers. Hogan says.

"The way the law sits now, APS is going
to be able to charge whatever they want on
the open market for wholesale power and
then pass on any cost increases to their
customers. I believe deciding now that
we're going to let them pass costs on is not

only illegal, but a really bad idea until ac
know what the situation is with dcregula~
son in Arizona."

if an adequate supply is in place, others
argue, the market will take care of itself.
with lots of power out there, wholesale
market prices will remain low.

That is, as long as there is enough inex-
pensive natural gas. Besides the cost of
construction of the facility, paying for nat
Ural gas is the greatest expenditure in
operat ing the new high- tech turb ine
plants. Natural gas prices, SRP officials
and others argue, are higher than they
should be right now. And that doesr»'tbode

In 1999, representatives of Arizonals put
lie-power utility, SRP, and two private ufil
c i ties, Dynegy and NRG. approaclwsd
Tempe and Gilbert officials with a plan

Dynegy :Md NRC, [W O of the most
aggressive and most profitable companies
in the new power market were going to
help SRP enter into "the brave
of deregulation," Gilbert councilman Mike
Evans says he was told

SRP proposed a new R25-megawatt
plant. Dynegy and NRG would build and
operate the plant. SUP would provide the
land. SRP would use the power from the
plant for its burgeoning Phoenix market.
in return, SRP would give S00 megawatts
to Dynegy and NRG for the companies to
market in California.

SRP off ic ials  say the deal  was the
cheapest way for SRP to get much-needed
power generation in the East Valley mar-
ket. Bonsall says the! while the utility has
power to spare elsewhere in the state -
northern Arizona and the West Valley - it
is short in the East Valley and would need
to build massive new power lines to ship
its own power there.

Power lines are expensive, hard to get
approved, ugly and just move existing
power arotlnd. The contlnuw on page 34
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Power Plants contlnuaai lim wt' 33 The San Tan plant has been a puhli
relations nightmare. infuriating Gilbert
residents who live close to the site. Tax
plant is the only one omits size in the Gunn
try beingproposedwithin an urban arm
(A local planning commission in San Jose
California, recentlyrejected n similar pro
postal because the plant wasMo close Lu
the neighborhood.) Beyond the question
of why the city of Gilbert allowed house
to be built so close to the SRP proper t
critics say SUP has used its vast political
power to manipulate the plant-approval

Dynegy/NRG plant would have allowed
SRP, for the same price as new transmis-
sion lines, to get more efficient power and
a much-needed generating pillar to sup~
port the East Valley power grid

Critics, though, question SRP's timing
and logic. They say SRP, like other power
companies, just wants additional power
to sell to California. They point out that
Dynegy and NRG have been two of the
companies profiting most from Califor-
nla's woes

Worst of all, in SRPls case, the genera
tors weren't being planted in remote
desert. They were being planted in the
suburban East Vailcy

SRP's first choice for the new plant was
in Tempe, where SRP has an existing sub~
station located on top of the El Paso gas
line

SRP figured it could use its legal status
ms a quasi-government entity to avoid a
review process by the City of Ten\pe. But
critics pointed out that with Dynegy and
NRG involved, much of the power would
in essence, be shipped out of the Valley.
The plant would be a merchant plant

Because companies other than SRP
were involved, the plant would have to go
through the normal Tempe review

The deal collapsed. A much smaller
Tempe plant willbe 'built without Dynegy

Bur SRP sooncame up with another
proposal ._ro add 825 megawatts of power
at its substation at Val Vista and Warner
roads in Gilbert.

The Gilbert plant,called San Tan, will
sit 250 feet from a reccully bulk subdivi
Zion of middle-class homes

On February 12, after five months of
hearings, the Power Plans and Transmis
Zion Line Sighting Committee approved
the plant.The full Commission,which has
nuvur turned down afacility clearedby the
conunittce, is expected to voteon the pro-
posal in April

On several prims, documents Sllppufl
their concerns

SRP commissioned a poll allvgctlly
intended to find our how residents m-nr
the proposed plant felt about \he project
The poll results, SRP representatives ii
tally said, showed 69 percent of nearby
residents in favor of the plant

Critics of the plant were skeptical
They had petitions signed by thousands of
residents saying they didn't want the
plant

So critics got hold at' the questionnaire
used in the poll. As they expected, it
wasn't a survey, it was a series nfquestions
slanted in such a way to get the desired
results

The thing was absolutely absurd," says
Evans. the councilman

SRP was slow in describing the size of
the plant. When SRP finally presented a
drawing of the plant to nearby residents
the ISO-foot smokestacks drew gasps. By
the next hearing, the artist's rendition
included what, by scale, would have been
90-foot trees in front of the plant

It was the funniest thing l've ever
seen," says Kathy Lopez, an opponent of
the plant. "lfwe're lucky, it will look like
that ill 20 years

Dale Borger, a Gilbert resident who
spent 45 years building and inspecting
power plants in the eastern United Status
began attending hearings. He says he was
shocked Hy the misinformation being
thrown out by SRP
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"Plenty of people are allergic ro these
sullies and they've been proven to
shorten lives," says Steve Brittle, head of
Don't Waste Arizona. "But it's a byproduct
of this technology that hasn't been prop-
eriy studied."

But Steve Braniff, the EPA engineer,
says the plant is safe. Because SRP is sup-
posed to improve emissions on the plant's
existing generators, the plant will actually
he cleaner, hesays.

Berger also doesn't hay SRP's claim
that the San Tan facility is an absolute
must. Like most everyone opposed to the
project, Gorger doesn't question that the
East Valley is growing and that more
power is needed. He and others simply
believe the plant could have been placed
fa other from a heavy concentration ol'peo~
pie.

"They could bring it in from around
Coolidge," he says. "Coolidge wants the
plants, the lines are there and being built
and you would only lose about l percent
of the power transporting it only to
miles."

Zions.

Residents argue that SRP's San Tan
property is zoned incorrectly and that,
regardless of zoning, SRP had a duty to
inform nearby residents that the small,
intermittently operated plant on the
proper Ty could he expanded in the
future.

Environmental activistsargue that the
massive natural gas-fired plant isn't as
clean as proponents say. Of' particular
concern is ammonium sulfide, a byprod-
uct of the technology the San Tan plant
will use to cut down otherharmful emis-

The plant is being hulk without a con-
tainment building, Borger says, which
would lessen the impact of anexplosion.
For that $2 million in savings, Borgersays,
the plant will put neighbors in greater
danger in the event of anexplosion.

"lair blows, you'vegot several thousand
people who are going to feel it hard," he
S§l\'5_

in fact, SRP has trendy contracted
with one of the new merchant plants for
the plan¢'s total output, recording xo SRI's
Bonsnll. He would not divulge the com-
pany.

But that isn't enough, he argues.
SRP does need the Gilbcn plant, Bon-

sall says - badly.
"San Tan is just pan of larger picture,"

Bonsall says.
SRP officials scoff rt the idea that they

are using Gilbert as a power farm for Cali-
fornia,

As a public utility, SRP doesn't have a
profit motive, utility officials say. Its only
motive is to provide cheap, reliable elec-
tricity for customers.

Basically, SRI5 officials say, like a lot of
other Valley planners. didn't foresee that
the East Valley would grow so big so
quickly. Residents are using more power
for everything from computers to swim-
ming pools.

Industry, too. is sucking up more
power. For example, intel's expanded
plant in south Chandler will increase its
power needs from 40 megawatts to lot
megawatts.

And if the East Valley hopes to attract
more high-tech companies, it must have
an ample source of reliable, affordable
power.

Utilities in the Southwest have tradi-
tionally swapped power with utilities in
the Pacific Northwest. The Southwest
needs power for the summer, the North-
west needs power in the winter. SRP
would trade with Nor thwest utilities at
low prices to provide extra summer power
for the Valley.

"it was a good deal for hath sides." says
Bonsall. "it meant hath sides didn't have
to build as much capacity."

But with shortages in California. and
everybody selling to California, "those
kinds ofdcals are pretty rare ifni impos-
sible to find," he says.

And ample p()V»'Q\' generation means
ample market power. continued on page 38
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Power Plants continued ham page 35
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forma is still needy ro get good contracts
T here  are  a  l m  o f  peop l e  prom i s i ng
investors and everybody else that they'll
be up and running by the summer sea»
sons."

Bu( how much ohhis windfall will pass
to Arizona taxpayers and cusmmers is
unclear.

The plants will cost roughly $8 billion
ro build and will employ as many as 6,000
people in their construction. Once com-
pleted, the plants will create 400 to 600
new jobs for Arizona.

T hey c ou l d  genera te  as  m uc h as
$60 million in new property taxes, about
$35 million of which would go toward Ari-
zona's schools.

But that number could have been much
higher if not for numerous tax breaks and
incentives given at county and state levels.

For example, Reliant Energy's plant in
Casa Grande will be given to Casa Grande
and leased back ro the com pany for
$4 mill ion a year for 40 years. The deal
allows Reliant to avoid about $9 million in
taxes.

Other plants have similarly lucrative
leads with cities and counties throughout
the state,

State legis lators also revised state
s tatutes  to a l l ow power  p lants  to be
assessed at a fraction of their value for the
first four years of operation. That law was

originally put in place to
help small companies in
Arizona survive their first
few years as they built a
client base.

4

1

The more power SRP generates, the less ix
must buy. The less ix must buy, the less it is
at the mercy of volatile markets and mer-
chant predators.

SRP says ix can build the San Tan power
plant for less money and in less time than
bringing in electrici ty from outside the
Valley. The utility says that also means less
opportunity for system failure and less loss
of power than shipping power over long
distances.

And if it doesn't have to transport that
existing energy to the Valley, it can sell it.
And i f i t can sel l  power in the present
inflated market, SRP can hedge against
price spikes to its customers or use that
money to pay for new power plants,

"If there is one fundamental  lesson
here, i t  is  that no matter what market
structure you create, you must have suffi-
cient supply," Bonsall says. "If you get a
limited supply coming up against an elastic
demand, watch out."

"The bottom l ine," says Evans, the
Gilbert councilman, "is that SRP's cus-
tomers wil l  benefi t on the backs of the
people close to the plant. It's not fair, and
the process was awful. But that's power
politics in Arizona."

Actually, that's power politics every-
where. .

"As far as how they
treat people, you've
got to remernlner the
context," says Mary
Novac, art energy
industry analyst. "SRP
is a bunch of angels
compared to some of
the people operating
out there. You don' t
know how good you
have it."

v

"ltyougetalimited
supplycomingup
against an elastic

demand, watch out."
- SRP's Mark

Bunsall

Most  of  the power
plants will have contracts
for  the i r  power  by the
t ime they f i re up. They
will have revenues, On
average, from $1 million
to $3 million a day.

"They don't need the
help they're all getting,"
says Joe Hart , former
state representative from
Kinsman who has been
one of the main critics of
the Mohave County
plants. "W e're just help-
ing them all make even
more of a killing."

I f all 20 new plants go
will consume approxi-
water to supply a city of
pie, based on estimates al'
use for existing and pro-

»1
PK

through, they
mutely enough
one million pea
average water
posed plants.

Hart, Hogan and others say it's time for
Arizona to stop and rake a comprehensive
look at what it is giving away.

"All l'm saying is, I think there's a huge
case for heightened scrutiny of what is
going on," Hogan says. "The ramification
of all this building will impact the state for
d odes to come."

£S

/

»| Rd.
ma!

J

I

50 "Welrc going to have more Chan our
tel
Ni in
.I
\.uA¢\1

Whether the California
crisis was an accidental
conspiracy or acoordb
natetl conspiracy,
things sure are work-
ing out well for natural
gas companies and
electricity providers.
Profits are at record
ac-vefs.

In two years, thanks in large part to the
emerging Arizona power farm, there will
be a glut of power for sale in the West.

Ax the same time, all that natural gas
from the new and reopened wells will be
flowing west. Transmission lines are going
u p  t o  c a r r y t h e  p o w e r .  A n d  p o w e r
providers are currently studying Arizona's
power gr id to ensure power from new
plants can be distributed to where Ir is
needed.

This should mean an ample supply
powered by inexpensive fuel. Prices
should drop.

But with the blackouts and widespread
panic in California, the new cry from poli-
cymakers in that state is for regulation and
long-terni contracts.

Those long-term contracts would be
node at the peak of volatility and concern
about supply. California is in its weakest
position right now. The killing will be
made in the next two years.

That is why, analysts say, power
providers are rushing so quickly to get
their plants up and running in Arizona.

"The quicker, the better," Novae says.
"You want to get your plant in while Cali~

ac
At some point, Novnc says, it will stop

being profitable to build inure plants.
"This frenzy wi l l peter out eventually,

maybe even within the next two years,"
Novae says. "But the end result is that
there will be lots of power. This should be
a good thing for Arizona. As long as Ari~
zone is smart."

"I don't hare how smart we are. we still
will have a load of power plants and all the
problems that come with them," Hogan
says.
fair share.
Contact the author at his online address:
voborLnelzon®nowtlmla.com
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becoming
Southwest
power . far m

n' it
Rushing to fill a *widening power voiql in the West, energy companies

have proposed20 new power plant projects in Arizona. With a combined
value of $6 billion to $8 billion,

the plots would double
Arizona's present supply

of? electricity and
provide power to

neighboring
states

Griffith Ene%y Prolilect El Southpoint
Developer:Duke riff it Developer: Calcine

Location: Sout of
Bullhead City
Size: 500 megawatts

Kyrene
Developer:SRP
Location: Tempe
Size 250 megawatts

San Tan
Developer: SRP
Location: Gilbert
Size: 825 megawatts

Gila Bend
Developer: Power
Development Enterprises
Location: Northwest of
Gila Bend
Size: 750 megawatts

Big Sandy
Developer: Caithness Blg
Sandy LLC
Location* South of Wikieup
Size 720 megawatts

Location: near Kinsman
Size: 530 megawatts

Desert Basin
Developer: Reliant
Location: Casa Grande
Size: 500 megawatts

West Phoenix
Developer: Pinnacle West
Location: 43rd Ave./
Hadlee/ Road
Size: 00 megawatts

Red Hwak
Developer; Pinnacle West
Location' Near Palo Verde
Size: 2.120 megawatts

Harquahala
Developer: PG&E Energy
Location: West of
Wintersburg
Size 1,040 megawatts

Arlington
Developer: Duke Entry
Location, West of But eye
Size 580 megawatts

Gila River
Developer: Panda Energy
Location: Near Gila Bend
Size: 2,080 megawatts
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New clj9l! of power plants
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128

13! Mesquite Generating
Station
Developer:
Location:
Size: 1,265 megawatts

SamIra Energy
Near rl ingtcn

l

_J LaPaz
Developer: AES
Location: 75 mules west of
Phoenix
Size: 1,080 megawatts

Toltec
Developer: Southwestern
Power group
Location: Near Eloy
Size: 2,000 megawatts

Sundance
Developer: PP&L Global
Location: Near Coolidge
Size: 600 megawatts

Beaver Dam
Developer: NA
Location: Northwest Arizona
Size: NA

iii

5.7!

Developer: AES
Location: Near Mobile
Size: 520 megawatts

Nogales
Developer: Maestros Group
Location; Near Nobles
Size: 500 megawa s

El Springerville Expansion
Developer: Unisource
Location: Springerville
Size: 720 megawatts

'al
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Montezuma
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1 y es a . 4 2 8
deregu la t i on  c r i s i s
and i t s  impac t  on

Canada  and  M ex i c o .  "Y ou 0*1*$I` states.
c an  s ee what  t ha t  go t rowz v
t hem i n t o .  Look  a t  t he  s i t - Deregulation was
c a t i on  t he re  now. " supposed to work

M o s t  o  t h e  n e w  p o w e r wonders. What
p l an t s  p r  pos ed  ou t s i de happened? In AL
o f  Ca l i f o r n i a  a r e  b e i n g an Bu$lr4ess s. MONEY
b u i l t  i n  A r i z o n a  a n d  N e Is Arjzonabecoming the

ada, WeSt'§ dumping ground
8 t h  s t a t e s  h a v e  f a s t e r for powenplaltts?

- a n  s o m e i s a y p a s i e r  - _
rev i ew p roc es s es  f o r  new
power  p l an t s ,  bu t  t ha t
does n ' t  m ' ean  t he  wan t  '
t o  b e c o m e  h o m e  o ` a
s lew of  p lant s  t hat  would
end Cadi f orn ia l s  power
s ho r t age .

'We will not be build-
ing plants because Cali-
fornia is not building
enough to meet its
needs," said Scott Celled,
a spokesman for Gov.
Jane Hull.

"Arizona is as commit-
ted to air quality and water quality, and the
safety and welfare of our state as anybody."

Still, watchdogs say Arizona is well on its

o
ordination
manages the grid 'm the
Western United States,

California's voracious appetite for more
power combined with rampant growth through-
out the West means one thing: more power
plants.

California has more
than 40 large power
plants proposed, but
hasn't built a power plant
in six years.

Critics say the state is
moving slowly, and that
its inability to support its
growth spurt has pushed
power plants and their
environrnentd impacts
onto surroundi138 states.

'. *Ca l i f o rn ia  has  hard l y
done any t h i ng Y u  t he las t
£19 Y€=¥s,*éIS$1 Glennis

.vat : U, 'V8,,p]ll;r¢C1Z@I'.
. l % ` t  3 , g ' -§¥9Ws  CW m

i% ouncxI,  which

Eric Barney (left) of Safford and Eric Barnett of
Casa Grande work on the new power plant.

See POWER Page D11
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"Dick"
DuSenbury is
plant manager
of the Reliant
Energy Desert ,
Basin in Casa
Grande.
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way to becoming a dumping .
ground for power plane to
serve California. .

"We're becoming the. '.
power farm for the . `
Southwest," said 'Tim Hogan,
executive director Of. the Ari'
zelma Center for Law in'thQ..
Public Interest, 'a ,nonprofit .. '
consumer and environmental
advocacy group. . . .

Hogan said the 20 PQW¢1"".
plants Arizona has approved.
or that are being planned -
generate. far More power~~~-~ ..
than the state needsto meet ..
growth demands.

The 16,875 'megawattS bf
new powenproposed to.be
added in Arizona by 2007 is
seebndondy td 19,419 mega-
watts of power proposed to

. kqonline in California by .
2007. A megawatt iS enough
power for 1,000 homes.
. Arizona alreddv generates
'more power than it uses, ai-
though most of theextra is
.held..in reserve during the
,8t8te'S'jhot summer mQ4w.

;.Gems¢rawrs inthestate'cur- _
.'tently p1r10dU¢<:216,00001e88;
watts. The state's peak need,

»¢ oi'=the amount~of I>0W¢1T.
. heeded ongthe hottest De .of

the-summer; is 1Ii000111 8&.

Watchdogs say Arizona iS wet
serve California. At least 20 1:

l 29

Wane . .
"'These'guys low land is .

cheapheme and that sitting
these here is cheap,"
HogaN' s a i l

Hogan .said Hull cam say
Anznna ¢loesn't want Tobe
Calif9imia's dumping glqoNnd
for power plants, but "she
doesn't hafve'any control."

Any..ability the state does .
have to Say nobelqngs to the ..
Arizona Corporation Commis- .
sion, a three-person elected
panel that, amongothexj

things, regulates new Power
.plaits construction in the
state.. `

.. And at least one commis-
sfoner agrees it's easierto
build -plants in Arizona than
'm California.
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are looking at the Proposed
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But g:1eaner or not e

-Most of :in new Névakiaf

-which

number Of cérnmunities em-

constru48t<;d,i's-neai~~
H

ilia rgviewprocess

year wheq_i;85311+918 watt" *
Jan. pgnaek 03. :_
2002, boost-for"

:With22. people,

I

ten hhs='su£p1us*pow
1

currently tl'ie case, said ET
+

'my environment laws.
"We recognize the need fox;

more p9we1° plants, but if it
gets to 'the point where 4"
they're just rubber-stamping"
them, then w9'1I be con-
ceMed," said Rich Ferguson;
energy chairman for Sierra
Club Qa1iforni8»

Many environmentalists

surge in power plant building-
wifh'opti1nism.

"The new comliinéd-cyéle _
(mural gas) marts 'and muoN
More efficieNt than what we /4
have_on the system now,"
Ferguson said, _,

' The hope is the older, dirti-g
Er plants will be.shut down or
upgraded. .

"As a general idea, we like '
the idea of rqoderliizing the
power infrastructure," he
added.
,- . , some J
cities don't want any part of
the surge of proposed power m
pllangs. . |

San Jose - capital of elec-.m
wt¢iw-hunsrv Silicon Valleyl
- is fighting a proposal "co M
builda 609-megawatt pqwen ¢»
plant in Coyote Valley, one of`
.San Jose's' last, large pieces
of 'open space. ' _

On the other hand, Blythe,
a rural Californiggarmmg .,
areaperqhed on the Arizona 'z
line, is among a growing

bracing the propertyxax and..
job -Boost new DOWer plane »
bring. _

"San Jose may have sc'enic
areas they want to protect,
but the ,area in§Blythe where '
the power plant going to be

. theair-
p01:';,, saidCharleS Hull, as-
sistant 'city manager

"The overplant is the
cornerstqnepf 'our new 'm-
Austria; park." . u

~B1ythe will receive a mini- a
mum of $500,000 in taxes a

piivizér p1hnt.f.:omes online in nu
sunilIxér»
a city , _ ,,
8,000 0£'whoin are Ioqked up I
in WE prflsqns. . , ;

After giving the proposal a
hardlook, .fzhevi£v is now en;-
br8c`mg the iiower plant pro-
posal.

. "We did our due diligence,"
Hull said, "and found that
this is the cleanest technolo-
91, other than wind and so~

4

la'

"There are stricter EnVi-
ronmental Pxwxection Agency
reQ1ipe1nent<.;j11-.cqliforniq

.th8I1 in Ariz¢h8," Commis-
sioner Jim Irxgrin said.

In addiriori; the; reined
pracess` is .substax;~
tally faster thmmin Califor-
I1iH» . A . l

'jUst aglfnrcmval) all haD
pens in- n;st year,".Irvir1,
.said..

. The' commission must
Mgakea decision within 180
dg3¢§»aft¢r a power plant gets
1ucad. and environmental
.c1¢8rances., .

. ' ".You're looldng Ag: three to .
five years (including con-
struction) ve. seven years in
California," he said.

The process is- also Easter
in Nevada,.sei,d Cynthia
~MessiI1%1» spokeswoman for
the Public Utilities Commis-
sion of Nevada.
.. "We've been expediting the

process for power plants to
he built 'her'e;" she said..

plants are being4built'fp1:
merchant power,
means the output will he Eold
'on the 'open market, she said.

The Nevada commission _
takes 'about two 'months to re-
4/iew at-pqwetiplant after it
clears 1oqtgl and envirolimeu-
ta] hurdiéék

- Staff'f1¢om-the California
Energy -Gommssi<m dispute
the notionthat it takes seven
years to build a power plant
in California. .

"Our process takes about a
year," said SusanneGarfield,
a spokeswom8nlfor" the com-
missign, so ,$a8ii 'stri¢ter en#
viranment reviews and a
more open probest n'1ay<take
mere time than in other
. States, hit not much.

*S.*@*H§» cofnpfanieso
Z g 4 .
fssiegcxthggfothers because , .
they #ten mre.f8mi1iar with
the prqeesm ». -,

-Raciimwonhwesr qr
. 4 era. sell

Ca1ifo.rni8, but not when its
mired in drought, which is

Mosey, h8onnevi1},e Power
. AdnninistiatiOn spokesman.

. Instead; BPA is buying ,
power' on the open market
just to serve its own custom-
ers.

Environmental groups 4
yvat<;hElng.to make sure ef-

Gov. Gray Davis to

building Néwpower plants

Qoris W...
"streamlinel' the process for Reach»the reporter at

lukas.velush@thedesert-sun.com or


